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Key Economic Indicators 


1978 1979 
National Income 


GDP (current N millions)* 37,345 52,366 
Population (millions) 80.6 ; 85.0 
GDP Per Capita 560.0 750.0 
Exchange Rate ($/Naira) ** RD 1.85 
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Agricultural Production (1000 tons) 


Yams 18 ,120 
Millett 3,200 
Corn i,f20 
Rice 2,030 
Palm Kernels 340 
Cocoa Beans (Commercial) 170 
Cotton (Commercial: 1976 = 81) LO 
Peanuts (Commercial: 1976 = 300) 50 


Monetary 


Money Supply (June 30 N millions) 5,090 6,601 
Retail Price Index (Urban) 

(1975 = 100) June 1980 176.0 243.3 
Tresury Certificates 4.5% 4.5% 


Trade ($ millions) 


Reserves (Dec. 31) 1,948 5,295 10,175 92 
Balance of Payments (Estimate) -3,704 1,964 N/A 
Exports 10,435 17, 7405 N/A 

to U.S. 4,814 8,367 10,905 36.5 
Imports 12 727 10,970 N/A 

from U.S. 1,263 695 1,149 65 
Petroleum Exports (mmbd) 1.85 2.23 2.08 6.4 


*FPiscal year (April 1 - March 31) expect for 1980 which is calendar year, 
World Bank estimates 
**Set by Central Bank from week to week. The figure for 1980 is an average of weekly 
figures. 


Sources: Federal Office of Statistics 


Central Bank of Nigeria 
U.S. Embassy for Agricultural Data 





1980--General 


Last year was the first full year of President Shagari's 
civilian government after over 13 years of military rule. This 
transition has not been without its expected adjustment problems, 
but the general feeling is an enthusiastic desire among the 
Majority of Nigerians to see that the new constitutional govern- 
ment succeeds. 


Economic Performance 

Nigeria's performance in 1980 can be characterized as a 
cautious expansion of the economy. Although the 1980 budget 
originally predicted a N1.2 billion deficit, this figure was 
substantially reduced because of the delayed takeoff of many 
of the planned projects as the country adjusted to the new pro- 
cedures inherent in a democratic style of government. 


Petroleum revenues continued to play a dominant role in 
Nigeria's economy with oil earnings accounting for over 80 percent 
of government income. Although 1980 had several months where 
daily production dropped substantially below normal output levels, 
the yearly average was about 2 million barrels a day. With 
increased oil prices (7 percent in February, 6 percent in May, 

1 percent in July), Nigeria earned approximately $24 billion 
from oil sales in 1980, a 40 percent increase over 1979. 


The combination of the delay in implementing capital projects 
and the increased oil revenues gave Nigeria a healthy end-of- 
the-year foreign exchange reserve of approximately $10 billion-- 
almost double the end-of-1979 level. This is not to say that 
the Government has taken a contractionary or restrictive develop- 
ment posture. Imports that stood at about $1 billion a month 
at the beginning of the Shagari administration now approach 
$2 billion a month. 


Nigeria's national accounts data for 1980 are not yet avail- 
able, but government planners have estimated 1980 gross domestic 
product (GDP) in current prices at N50.6 billion or about $94 
billion ($1.85 to Nl). This represents a 25 percent increase 
over 1979 estimates. 


Inflation 


Although official sources have estimated inflation in 1980 
at under 10 percent, this figure is at variance with views 
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expressed by the local business and banking community. There 
is considerable evidence that prices of basic goods have risen 
substantially throughout 1980. Food prices, although showing 
some normal seasonal fluctuations due to harvest cycles, have 
shown a marked upward trend averaging 40 percent or more for 
staples such as gari, beans, yams, beverages, rice, and bread. 
Transportation and housing costs, especially in urban centers 
which in 1980 accounted for about 27 percent of the population, 
exceed 25 percent. An average estimate by the local business 
community for inflation in 1980--at least in the urban areas-- 
is about 25 percent. 


Labor 


The Shagari Government took office after the country had 
experienced strict wage and price controls under the military 
regime. One of its first acts was to raise the minimum wage 
for government employees from N60 to W100 ($185) a month. This 
public sector wage increase is still having its effect on private 
sector wage demands, and labor organizations are pressing for 
an even higher minimum wage. Because wages have not kept up 
with inflation, even a small increase in the public sector basic 
wage package is likely to trigger a new round of wage demands 
throughout the economy. Pressure for concessions on fringe 
benefits such as car loans, transportation, and housing allowances 
are likely to increase. 


Labor actions, which were prohibited previously, have affected 
teachers, dockworkers, petroleum employees, steel workers, and 
civil servants. In most cases, disputes have been resolved 
relatively quickly in the workers' favor. More difficult disputes 
have moved to arbitration. In some cases such as the Kaduna 
refinery and Aladja steel complex strikes, the Government has 
sent senior officials to mediate, and mobile police units were 
brought in to control the disturbances and protect property. 

These government actions indicate that the authorities will react 
to contain significant labor unrest at key installations. 


1981 Budget 


President Shagari presented his 1981 budget proposal to 
the National Assembly on November 24, 1980. The budget, which 
requires legislative approval, constitutes a pragmatic and care- 
fully planned expansion of the Nigerian economy. 
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The 1981 budget estimates revenue at N14.7 billion or approxi- 
mately $27 billion. Of the total, $22 billion is from oil earnings. 
Considering the recent OPEC price increase, an additional $5 
billion could be earned over the Government's initial estimate. 

This does not take into account any future OPEC increases and 
certainly leaves the Government considerable flexibility in 
the 1981 budget. 


The total -estimated capital expenditure by the Federal 
Government in 1981 is $16 billion, with emphasis in the following 
areas: agriculture, 13 percent of the total; industries, 21 
percent; housing, 6 percent; education, 7 percent; and the new 
Federal capital in Abuja, 3 percent. The 1981 level of estimated 
capital expenditures is approximately equal to the planned 1980 
level; therefore, it does not represent a major jump in planned 
expenditures. Actual expenditures in 1980 due to the delayed 
takeoff of the budget were at a lower level than planned 1981 
spending. 


Fourth National Development Plan, 1981-85 


On January 12, President Shagari launched the Fourth National 
Development Plan covering 1981-85. During his speech, the President 


stressed that "there will be no room in the Plan for grandiose 
or prestige projects such as we have witnessed in our recent 
past." 


The Plan calls for a total investment of N82 billion ($152 
billion) over the 5-year period and is based on a projected 
annual growth in GDP of 7.2 percent in real terms. This growth 
is itself predicated on the assumption that the GDP deflator 
per year will be 5.6 percent and consumer prices will increase 
by less than 10 percent a year. Per capita income is expected 
to rise from approximately $1,050 in 1980 to $1,722 in 1985. 
These high per capita income figures reflect optimistic GDP 
estimates and are based on official rather than market exchange 
rates. Other international observers would put per capita income 
at closer to $750 in 1980. 


Although the planners use 4.2 percent as the overall level 
of unemployment (urban and rural combined) in 1980, they acknowledge 
that this is a low estimate and that urban unemployment in Nigeria 
ranges from 8 to 13 percent. The Plan hopes to generate 3.9 
million new jobs, which would reduce overall unemployment to 
3.5 percent by 1985. With urban unemployment running 2 to 3 times 
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the 3.5 level, it is doubtful that the goal can be reached by 1985. 
The total population of Nigeria is estimated at 85 million in 

1980. The urban population is 27 percent of the total and expected 
to increase to 3l percent by 1985 and to 34 percent by 1990. 


It should be noted that the economic indicators and projections 
used by government planners are themselves based on extrapolated 
estimates of national accounts data. As of the preparation 
of this report, national accounts data are only available for 
1977 and the last census was conducted in 1963. 


MAJOR AREAS OF EMPHASIS 


Agriculture 


Increased agricultural output is a key element of President 
Shagari's economic platform. Although the Plan estimates agri- 
cultural growth in recent years at 2.5 percent a year, it expresses 
confidence that with continued emphasis on agricultural development 
a 4 percent real annual growth rate is possible. Considering 
that most observers estimate agricultural growth at closer to 
1.5 percent, this would appear to be a rather optimistic estimate. 


In an effort to. encourage farmers to remain in agriculture, 
and to boost productivity, the President announced that producer 
prices will be made "sufficiently attractive." Surplus produc- 
tion, "instead of being allowed to waste," will be bought by 
government agencies and stored for sale in times of scarcity. 


The Nigerian Government with assistance from the World 
Bank worked to formulate its "Green Revolution" program. This 
program proposes to invest some $8 billion in agricultural develop- 
ment over the next 5 years. In addition, the Fourth National 
Development Plan gives special emphasis to encouraging private 
entrepreneurs to establish large-scale farms. The incentives 
of income tax relief for pioneer enterprises and duty-free importa- 
tion of farm machinery will be maintained and improved. Foreigners 
can now -own up to 60 percent equity in almost all agricultural 
production and processing enterprises. This change is a clear 
effort to attract investments in the high-priority agricultural 
field. 
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Joint Agricultural Consultative Committee 


Recognizing the role that foreign investment can play in 
developing the priority agricultural sector, the United States 
and Nigeria have signed a Memorandum of Understanding designed 
to facilitate agricultural projects of mutual interest. They 
also have founded a Joint Agricultural Consultative Committee, 
composed of public and private sector representatives, to promote 
contact between Nigerian and American .businesspersons in the 
agricultural field. This committee should foster increased 
participation by U.S. agri-business in Nigeria. 


During October 1980, President Shagari met with a group 
of U.S. agro-industry firms in Washington, D.C., to describe 
Nigeria's agricultural goals and desire for foreign investment. 
Subsequently, a private consulting firm completed a major study 
of the investment climate in Nigeria with special reference 
to agri-business. This study will be used as reference material 
for a planned visit to Nigeria by interested U.S. agro-industry 
representatives. 


Iron and Steel 


Iron and steel development and associated projects take 
up a major portion of the industrial budget in the early years 
of the Fourth Plan. In 1981, NWl.1 billion out of the N1.4 billion 
allocated to industries is for iron and steel projects. The 
President has stressed that the Government is committed to commis- 
Sioning the Aladja (direct reduction) steel plant in 1981 and 
the first phase of the Ajaokuta blast furnace in 1983. The 
two projects are viewed as so extensive that the flat products 
steel plant is being postponed. 


The mining of iron ore is expected early in the Plan, and 
N150 million is allocated to the Itakpe project, which is scheduled 
to produce 7.3 million tons of iron ore a year to meet the needs 
of the Ajaokuta and Aladja steel mills. 


Railroads 
The Plan allocates N1.2 billion to build a new standard 


gage railroad line from Port Harcourt to the Ajaokuta steel 
mill. 





Coal 


The Government hopes to rehabilitate the Enugu coal mine 
and increase production to 2.4 million tons by 1985 and has 
allocated N4 million in the Plan to improve power supply to 
the mine. 


Natural Gas 


The Plan to utilize Nigeria's large natural gas resources 
in an LNG project has been delayed by the Government's decision 
that the facility is "considered rather too gigantic to be imple- 
mented along side other major projects to be executed during 
the Fourth Plan period." However, the Government is committed 
to the ultimate execution of the project and has allocated N300 
million to enable the project to commence by 1984. Other indus- 
trial uses for the country's gas supplies will be sought, such 
as power generation, fertilizer manufacturing, petrochemical, 
and iron and steel projects. In addition, the implementation 
of the natural gas reinjection (utilization) scheme by 1984 
is to be pursued “without relent." 


Refineries 


Nigeria's local demand for refined product is growing at 
12 to 14 percent a year, and capital improvements will be carried 
out on the Warri and Kaduna refineries to raise each plant's 
planned production from 100,000 to 120,000 barrels a day. A 
new refinery will be constructed with a capacity of 200,000 
barrels per day during the Fourth Plan period. 


Petrochemical Projects 


Petrochemical projects scheduled for completion during 
the Plan include facilities attached to the Warri and Kaduna 
refineries to produce benzene, solvent, carbon black, and poly- 
propylene. A separate petrochemical complex will be constructed 
to produce basic materials for the processing of plastics, syn- 
thetic fibers, detergents, chemicals, and solvents. 


Fertilizer 
The N410 million nitrogenous fertilizer project has been 


accorded a very high priority and is scheduled for implementation 
early in the Plan. 





Investment Climate 


The Government has repeatedly made clear its desire to 
attract foreign investment in the form of joint ventures. The 
Fourth Plan states that as a matter of deliberate policy the 
authorities will promote the efforts of the private sector, . 
both local and foreign, in the industrialization of the economy. 
The Government has said it will provide the necessary support 
required for rapid expansion of this sector of the economy. 


In October 1980, the Ministry of Industries released a 
policy paper entitled "Nigeria's Industrial Policy and Strategy: 
Guidelines to Investors," which provides a positive statement 
of the Government's official approach toward private investment 
in the industrial sector, including agro-industries. To ensure 
that the new guidelines are properly implemented, an industrial 
development coordinating committee has been established. The 
committee, which includes members from the Ministries of Finance, 
Internal Affairs, and Industries, is responsible for monitoring 
the development of Nigeria's industrial sector. One of the 
primary functions of the committee will be to centralize and 
expedite the approval process for private investors. 


The Government's decision (already noted above) to increase 
the permissible level of foreign equity participation in agri- 
cultural joint ventures from 40 to 60 percent is another indication 
of Nigeria's recognition of the role of foreign investment in 
the country's economic development. 


Investing in Nigeria, as in other developing countries, 
offers its share of frustration, but the wealth and dynamism 
of the country and its large population provide an attractive 
area of expansion for foreign investment. 


* U. S. GOVERNMENT PRINTING OFFICE: 1981—341-007/401 








LOOKING FOR A GOOD 


market 


research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such.a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
U.S. Department of Commerce 

5285 Port Royal Road, 

Springfield, Virginia 22161 

Telephone: (703) 487-4630 


or your nearest 
U.S. Department of 
Commerce District Office 


or 
International Trade Administration 
Export Communications—Room 4009 
Attn: FMR index 

U.S. Department of Commerce 
Washington, D.C. 20230 

Telephone: (202) 377-2373 





TRAVEL with Overseas Business Reports 
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overseas trade and investment conditions and 
opportunities. 
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SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
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SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 


trading countries. 
VIEW other special reports such as: 


Appraisal of China’s Foreign Trade Policy 
34 Basic Data on the Economy of the Soviet Union 
A Business Guide to European Common Market 
REP ORT Ss A Guide to End Users and Research Organizations 
in Hungary 


e Quarterly statistics reports on U.S. foreign trade 
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